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reduced  subjective  well‐being.  This  paper  studies  the  importance  of  individual  economic 
security,  in  particular,  job  security,  in  workers’  well‐being  by  exploiting  sector‐specific 

































incumbents  –  even  if  they  have  not  experienced  a  spell  of  unemployment  themselves.1 
Moreover, people report lower subjective well‐being when the unemployment rate is higher, 
even after controlling for personal unemployment (Rafael Di Tella, Robert MacCulloch, and 
Andrew  Oswald,  2003  and  Justin  Wolfers,  2003).  Together,  the  findings  indicate  that  high 
general unemployment reduces individual welfare even for people who are employed. 
This paper aims to shed light on the reasons that explain why general unemployment 













to  seek  more  secure  (that  is,  governmental)  jobs.  Consistent  with  this  idea,  a  survey  of  a 






than  three‐quarters  wanted  to  work  in  the  public  sector—during  a  time  when  youth 




private  sector  workers,  using  data  on  reported  life  satisfaction  and  happiness  as  proxy 




people’s  experienced  utility,  including  hard‐to‐measure  aspects  such  as  general  concerns 
about the state of the economy, or anxiety about crime rates or job losses. In this kind of 
measurement,  people  report  their  level  of  subjective  well‐being  without  being  focused  on 
those aspects directly under study. 
The  main  empirical  analysis  uses  data  from  the  German  Socio‐Economic  Panel 













  3sector  employees  is  about  a  third  lower  than  for  private  sector  employees.  For  the  public 
servants—a particularly well‐protected subgroup of all public sector employees3, we find no 






































study  indicate  that  the  high  economic  security  enjoyed  by  public  sector  employees  is  a 




unemployment  for  the  employed.  In  Section  3,  the  idea  of  a  life  satisfaction  gap  between 
employees in the public and the private sectors is explained. Section 4 presents the empirical 









unemployment  on  life  satisfaction  that  would  require  a  sevenfold  increase  in  income  to 
  5compensate. Importantly, in these two analyses, indirect effects (like income losses) that may, 
but  need  not,  accompany  personal  unemployment  are  kept  constant.  Being  unemployed 
therefore  has  psychic  costs  over  and  above  the  potential  decrease  in  the  material  living 
standard.4  



















                                                 





and  MacCulloch  (2005)  find  that  the  sensitivity  to  unemployment  differs  according  to  individuals’ 
political orientation. Left‐wing voters care more about unemployment (relative to inflation) than do 
right‐wing voters. 
  6regional  life  satisfaction  is  –0.45  (p  <  0.05).  This  negative  correlation  between  the 





The  potential  reasons  that  explain  why  workers’  well‐being  decreases  when 
unemployment rates increase can be divided into two broad categories: First, a high rate of 
unemployment may have general negative effects on society that affect everybody in a region. 
Such  reasons  include  not  only  the  direct  effects  of  unemployment  on  crime  and  public 
finances, but also the general increase in income inequality within a society—an increase that 









crime  is  positively  correlated  with  regional  unemployment  rates  (Armin  Falk  and  Josef 
Zweimüller, 2005). If higher crime rates are reflected in lower reported well‐being, this can 
explain  the  statistical  relationship  between  unemployment  rates  and  subjective  well‐being. 
High  unemployment  also  has  fiscal  effects  that  may  worry  the  general  population.  In 
particular, if unemployment rates are as high as they were in Germany in the second half of 
the 1990s, the fiscal burden may rise to a level that concerns the working population. These 











economic  situations.  In  times  of  high  unemployment,  the  pressure  on  salaries  increases, 
leading to lower average wages (see the literature on the wage curve by, for example, David G. 








life  satisfaction  could  thus  reflect  either  depressed  salaries  or  reduced  leisure  time  after 
economic shocks. 


















(1)  Public  sector  employees  often  enjoy  special  legal  protection  from  dismissals.  In 





(2)  Employment  in  the  public  sector  is  less  volatile  than  in  the  private  sector  (for 
evidence for the U.S., see, for example, Richard B. Freeman, 1987). The lower sensitivity of 
public  sector  employment  to  economic  shocks  is  due  not  only  to  different  employment 
contracts, but also to the fact that financial pressure to decrease employment in a recession is 
lower in the public sector than in the private sector. While private firms can go bankrupt, 













a  spell  of  unemployment  moves  with  the  unemployment  rate  for  people  working  in  the 
private  sector.  For  people  employed  in  the  public  sector,  the  probability  of  entering 
unemployment  is  much  lower  and  much  less  sensitive  to  economic  fluctuations.  For  the 
subgroup of public servants, the probability is below 1 percent and shows no clear correlation 
with general trends in unemployment. 














sensitive  to  the  regional  unemployment  rate  than  are  wages  in  the  private  sector  (see 

























would  observe  an  even  larger  difference  between  the  two  sectors  in  the  sensitivity  of  life 
satisfaction  to  changes  in  the  unemployment  rate.7  Our  estimates  of  the  importance  of 
economic security thus represent only a lower bound when extrapolated to the average person 
in the workforce. 
                                                 
7 Fuchs‐Schündeln and Schündeln (2005) make a similar argument about self‐selection into occupations 
and the measurement of precautionary savings. 




















entire  period,  we  observe  15,110  individuals  working  in  the  private  sector,  and  5,654 
individuals working in the public sector. Note that the Laender (the German equivalent of U.S. 
states) are the largest public sector employers in Germany. Of the individuals working in the 
                                                 
8 The data used in this paper were extracted from the SOEP Database provided by the DIW Berlin 




  12public  sector,  1,707  are  public  servants  at  some  point  in  time.  In  total,  we  have  103,953 
observations. 













graphical  analysis,  raw  differences  are  studied,  while  the  main  analysis  applies  multiple 
regression techniques. Figure 3 plots the unemployment rate (right axis) and the difference in 
life satisfaction between public servants and non public servants (left axis) in West Germany 
between  1984  and  2004.  The  bigger  the  difference,  the  more  satisfied  are  public  servants 
relative  to  non  public  servants.  The  raw  differences  show  a  clear  relationship  with  the 




annual  rate  of  unemployment  at  the  state  level,  a  dummy  variable  that  captures  whether 
people work in the public sector (=1) or in the private sector (=0), and a dummy variable that 
captures whether people are public servants (=1) or not (=0). Since all public servants work in 
the  public  sector,  the  estimated  coefficient  for  public  servants  shows  the  difference  in  life 
  13satisfaction of being a public servant (over and above the effect of working in the public sector) 






















employees.  However,  the  value  of  this  interaction  term  is  not  statistically  significantly 
different from the value of the interaction term for the non public servant employees of the 
public  sector.  The  differential  effect  of  regional  unemployment  on  the  life  satisfaction  of 
private and public sector workers in total indicates that general unemployment hurts the latter 





life  satisfaction  of  private  sector  workers.  In  contrast,  public  servants  report  higher  life 
satisfaction,  on  average—not  controlling  for  any  observable  differences  between  them  and 
other workers. The probability of reporting high life satisfaction (≥ 8) is 5.9 percentage points 
higher for public servants than for non public servants. 
The  two  sectors  may  differ  in  other  aspects  besides  (future)  economic  risks.  In 
particular, the comovement of wages and working hours with economic shocks may be quite 
different between the two sectors and as a consequence may explain the sectoral differences in 
how  workers’  well‐being  is  affected  by  high  unemployment  rates.  Furthermore,  as  was 
apparent  in  the  summary  statistics,  public  sector  workers  differ  in  various  observable 
characteristics  such  as  education.  In  the  following,  we  control  for  differences  in  wages, 
working hours, and other observable and time‐invariant unobservable characteristics. 
Column 2 of Table 2 presents the results of an ordered  probit model that includes 
variables  for  observable  differences  among  people  in  the  sample.  Household  income 
comprises all compensation components, including bonuses and other income. The additional 
variables  change  the  sensitivity  of  people’s  subjective  well‐being,  but  only  slightly,  with 
regard  to  regional  unemployment  across  sectors.  The  negative  effect  of  regional 




                                                 
9 The test of whether people working in the public sector (including public servants) are less affected 
than others by general unemployment is highly statistically significant (χ2 =13.30; p < 0.01). 









household  income  are  positively  correlated  with  subjective  well‐being.  Life  satisfaction 









work  in  the  private  sector  (p  <  0.01).  Public  sector  employees  (below  the  status  of  public 
servant) experience a negative effect from unemployment that is about one‐third smaller than 
that experienced by workers in the private sector. When regional unemployment increases by 

































































the  rate  of  unemployment  is  mean  adjusted).  For  people  working  in  the  private  sector,  a 
marginal effect of ‐0.7 percentage points is found (not shown in the table). For people working 





percentage  points  on  happiness  (however,  estimated  with  a  large  standard  error).  These 
findings  suggest  that,  in  the  United  States,  too,  general  effects  of  high  unemployment  on 
society play a minor role compared with the effect of the increased insecurity for private sector 
employees. For private  sector employees, the reduction in happiness during times of high 








The  EB  is  a  repeated  cross‐section  survey.  Our  analysis  includes  13  European 
countries13 for the years 1989 to 1994, since those are the only years for which information is 










specifications  to  those  applied  above.  Qualitatively  the  results  are  very  similar  to  those 
                                                 
13  Countries  include  Belgium,  Denmark,  France,  Germany,  Greece,  Ireland,  Italy,  Luxembourg, 
Netherlands, Norway, Portugal, Spain, and the United Kingdom. 
  19observed for West Germany and the United States. While there is a statistically significant 
negative  partial  correlation  between  the  national  rate  of  unemployment  for  private  sector 
workers  (column  1),  there  is  no  such  correlation  for  public  sector  workers  (column  2). 
However, the quantitative results for Europe depend on the specification. In column 3, smaller 






















                                                 








of  public  servants  are  so.  Second,  perceived  job  security  correlates  more  with  the  rate  of 
unemployment for non public servants than for public servants. Thus, the figure illustrates 















unemployment).  Moreover,  the  concerns  of  public  servants  over  job  security  and  own 





















high  levels  of  unemployment  than  are  people  working  in  the  private  sector.  That  is,  life 
satisfaction of public sector workers is less sensitive to economic upheaval. This pattern is 
found  by  studying  panel  data  for  Germany  (GSOEP),  and  the  analysis  is  replicated  using 
repeated  cross‐sectional  data  for  the  United  States  (GSS)  and  13  European  countries  (EB). 
Overall, the negative effect of high unemployment on people’s life satisfaction does not seem 
to  be  driven  as  much  by  negative  general  externalities  of  unemployment  as  by  people’s 
worries about economic distress, for example, due to losing their job. In the rich data set for 
Germany,  the  result  holds  up  after  controlling  for  other  sectoral  differences  (for  example, 
wages  and  working  hours),  demographic  differences,  and  time‐invariant  unobservable 
individual heterogeneity. 
While the empirical approach taken here allows an analysis of the distribution of the 
costs  of  an  increase  in  general  unemployment,  it  leaves  open  a  number  of  closely  related 
  22issues.  First,  little  is  known  about  the  institutions  that  determine  the  vulnerability  of  the 
economy to shocks in terms of life satisfaction. Future research might extend the scarce but 
interesting  findings  in  this  area.  In  a  longitudinal  sample  of  the  European  Union,  more 
generous unemployment benefits are found to correlate positively with subjective well‐being 
in the general population (Di Tella, MacCulloch, and Oswald. 2003). Based on the same data 
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Life satisfaction Unemployment rate
 
Notes:   Life satisfaction of 18-to-65-year-old individuals working full-time or part-time 
in West Germany. 






































































Previously public servant Previously private sector
Previously public sector Unemployment rate
Notes:   Share of individuals aged 18 to 65 who were unemployed at time t but who worked full-
time or part-time at time t-1 in West Germany. 




































































Life satisfaction differential (public servants - non-public servants) Unemployment rate
















































































Non-public servants Public servants Unemployment rate (right)
 
Notes:   Share reporting to be “very concerned” about job security in West Germany. 
Source:  GSOEP 1984–2004 and Federal Statistical Office Germany. 
 
Figure 4: Sectoral Differences in Perceived Job Security  
  30 
Table 1: Summary Statistics 
 (1)  (2)  (3)  (4) 
  Private sector  Public sector  Public servant  Total 
Life satisfaction  7.254  7.368  7.538  7.283 
 (1.658)  (1.617)  (1.517)  (1.649) 
Concerns about job security  2.326  2.650  2.874  2.408 
 (0.707)  (0.593)  (0.381)  (0.694) 
Concerns about own economic   2.110  2.316  2.545  2.162 
   situation  (0.676)  (0.665)  (0.589)  (0.679) 
Actual working hours  40.200  37.943  40.588  39.630 
 (11.201)  (10.334)  (9.450)  (11.032)
Ln (hourly income)  2.119  2.264  2.529  2.156 
 (0.477)  (0.446)  (0.410)  (0.473) 
Ln (household income)  10.252  10.317  10.475  10.268 
 (0.525)  (0.512)  (0.472)  (0.522) 
(Persons in household)
1/2 1.723  1.664  1.669  1.708 
 (0.398)  (0.385)  (0.377)  (0.395) 
0.464 0.409  0.421  0.450  Having Children (=1) 
(0.499) (0.492)  (0.494)  (0.497) 
Female 0.368  0.485  0.290  0.397 
 (0.482)  (0.500)  (0.454)  (0.489  )
Age 39.378  41.548  42.879  39.926 
 (10.874)  (10.800)  (10.612)  (10.900)
Ln (years of education)  2.401  2.514  2.640  2.430 
 (0.208)  (0.233)  (0.224)  (0.220) 
German Citizen (=1)  0.753  0.913  0.991  0.794 
 (0.431)  (0.281)  (0.094)  (0.405) 
European Citizen (=1)  0.110  0.037  0.007  0.091 
 (0.313)  (0.189)  (0.083)  (0.288) 
Working part time (=1)  0.142  0.209  0.119  0.159 
 (0.349)  (0.406)  (0.323)  (0.365) 
Partner unemployed (=1)  0.029  0.021  0.013  0.027 
 (0.167)  (0.143)  (0.114)  (0.161) 
Number of observations  77,688  26,265  8,917  103,953 
Number of individuals  15,110  5,654  1,707  18,962 
Notes: Raw averages. Standard deviations are in parentheses. 
Source: GSOEP 1984–2004. 
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Table 2: Unemployment and Sectoral Differences in Life Satisfaction in 
Germany, 1984–2004 
Dependent variable:  (1) (2) (3) 
Life satisfaction (11-point scale)  Ordered probit  Ordered probit  OLS 
State unemployment rate (UR)  -0.022  -0.021  -0.036 
 (0.007)** (0.007)**  (0.012)** 
Private sector  Reference group 
Public sector (incl. public servants)  0.023  0.019  0.013 
 (0.017)  (0.017)  (0.030) 




0.015 0.014  0.011  Interaction: UR × public sector 
(0.006)** (0.006)* (0.009) 
0.009 0.007  0.033  Interaction: UR × public servant 
(0.010) (0.010)  (0.015)* 
Actual working hours    0.008  0.027 
   (0.002)**  (0.003)** 
(Actual working hours squared)/100   -0.012  -0.029 
   (0.002)**  (0.003)** 
Ln (hourly income)    0.163  0.273 
   (0.016)**  (0.026)** 
Ln (household income)    0.229  0.215 
   (0.015)**  (0.024)** 
(Persons in household)
1/2   -0.126  -0.163 
   (0.024)**  (0.042)** 
Without children  Reference group 
Having children (=1)    0.001  0.037 
   (0.016)  (0.023) 
Not head of household  Reference group 
Head of household    -0.002  0.117 
   (0.016)  (0.041)** 
Male Reference  group 
Female   0.025   
   (0.018)   
Age   -0.047   
   (0.004)**   
(Age squared)/100    0.049  0.020 
   (0.005)**  (0.010)* 
Ln (years of education)    0.061  0.062 
   (0.037)
(*
) (0.121) 
Continues next page       
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Non-EU foreigner  Reference group 
German citizen (=1)    0.055   
   (0.023)*   
European citizen (=1)    0.186   
   (0.031)**   
Working full-time  Reference group 
Working part-time (=1)    0.044  0.037 
   (0.024)
(*
) (0.034) 
Partner not unemployed  Reference group 
Partner unemployed (=1)    -0.222  -0.192 
   (0.027)**  (0.036)** 
Married Reference  group 
Married, separated     -0.408  -0.468 
   (0.034)**  (0.057)** 
Single   -0.109  -0.080 
   (0.020)**  (0.034)* 
Divorced   -.019  -0.032 
   (0.025)**  (0.048) 
Widowed   -0.157  -0.478 
   (0.052)**  (0.130)** 
State dummies  Yes  Yes  Yes 
Year dummies  Yes  Yes  Yes 
Individual dummies  No   No  Yes 
Yes** Yes** Yes**  Test for joint significance: 
UR × public sector and 
UR × public servant ≠ 0 
χ
2 = 13.30  χ
2 = 9.53  F = 5.46 
Number of observations  103,953  103,953  103,953 
Number of individuals  18,962  18,962  18,962 
Log (pseudo)likelihood  -189076.57  -187450.25   
Pseudo R
2/Adjusted R
2 0.0035  0.0120  0.536 
Notes: Ordered probit and OLS estimations. Robust standard errors in parentheses adjusted for clustering 
on the individual level. 
Source: GSOEP 1984–2004. 
Level of statistical significance: 
(*
) p < 0.1 * p < 0.05, ** p < 0.01 
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Table 3: Unemployment and Sectoral Differences in Happiness in the United States, 
1976–2002 
Dependent variable:  (1) (2) (3) 
Very happy (=1)  Private sector  Public admin.  All 
State unemployment rate (UR)  -0.035  (0.015)*  0.067  (0.067)  -0.033  (0.015)* 
Private sector  Reference group 
Public sector          0.054  (0.064) 
Interaction: UR × public sector        0.055  (0.035) 
Male Reference  group 
Female 0.156  (0.036)*  -0.080  (0.136)  0.142  (0.034)** 
Age -0.067  (0.012)**  -0.059  (0.045)  -0.066  (0.012)** 
(Age squared)/100  0.081  (0.015)**  0.058  (0.053)  0.079  (0.014)** 
Non-white   Reference group 
White 0.238  (0.060)**  0.115  (0.165)  0.223  (0.057)** 
Number of children:            
0 Reference  group 
1 -0.223  (0.062)**  -0.004  (0.225)  -0.211  (0.058)** 
2 -0.026  (0.064)  0.066  (0.233)  -0.023  (0.062) 
≥ 3  -0.029  (0.070)  0.112  (0.271)  -0.031  (0.067) 
Working full-time   Reference group 
Working part-time   -0.066  (0.051)  -0.202  (0.279)  -0.068  (0.050) 
Income quartile:           
First Reference  group 
Second 0.166  (0.059)
 (*
) -0.320  (0.274)  0.093  (0.059) 
Third 0.307  (0.062)**  0.175  (0.265)  0.301  (0.061)** 
Fourth 0.557  (0.063)**  0.508  (0.303)
(*
) 0.557  (0.062)** 
(Household size)
1/2 -0.109  (0.058)
 (*
) -0.316  (0.198)  -0.119  (0.056)* 
Education:           
Less than high school  Reference group 
High school  -0.065  (0.058)  0.290  (0.325)  -0.055  (0.057) 
Associate/junior college -0.048  (0.090)  0.496  (0.378)  -0.028  (0.088) 
Bachelor’s 0.115  (0.70)  0.353  (0.360)  0.111  (0.068) 
Graduate  0.157  (0.080)* 0.250  (0.393) 0.151  (0.078)
 (*
)
Marital status:           
Married Reference  group 
Widowed -0.767  (0.123)**  -0.652  (0.384)
(*
) -0.755 (0.117)** 
Divorced -0.829  (0.063)**  -0.851  (0.238)**  -0.825  (0.060)** 
Separated  -0.883  (0.114)** -0.851  (0.397)* -0.887  (0.109)** 
Never  married  -0.735  (0.064)** -0.480  (0.217)* -0.725  (0.061)** 
Size of town/city (12 dummies)  Yes    Yes    Yes   
State fixed effects  Yes    Yes    Yes   
Year fixed effects  Yes    Yes    Yes   
Number of observations  13,578    1,249    14,830   
Pseudo R
2 0.0472    0.0823    0.0461   
Wald χ
2 903.37    152.81    1008.38   
Notes: Logit estimations. Robust standard errors in parentheses adjusted for clustering on states in a given year. 
Source: GSS 1976–2002. 
Level of statistical significance: 
(*











Unemployment rate (UR)  -0.025  (0.012)* 0.012  (0.019)  -0.012  (0.013) 
Private sector  Reference group 
Public sector         0.035  (0.021)* 
Interaction: UR × Public sector         0.007  (0.004)
(*
) 
Male Reference  group 
Female 0.077  (0.014)** 0.049  (0.022)*  0.063  (0.015)** 
Age -0.039  (0.005)** -0.047  (0.004)**  -0.042  (0.004)** 
(Age squared)/100  0.044  (0.006)**  0.055  (0.005)**  0.048  (0.005)** 
Ln(income) 0.326  (0.027)**  0.331  (0.052)**  0.334  (0.036)** 
Top income catergory (=1)  0.090 (0.022)**  0.105 (0.029)**  0.095 (0.019)** 
Marital status:          
Single Reference  group 
Married 0.098  (0.024)** 0.125  (0.036)**  0.106  (0.024)** 
Living together  0.018  (0.034) 0.009  (0.035)  -0.011  (0.029) 
Separated -0.355  (0.054)** -0.313  (0.069)**  -0.340  (0.042)** 
Divorced -0.209  (0.036)** -0.168  (0.040)**  -0.192  (0.029)** 
Widowed -0.099  (0.059)
(*
) -0.056  (0.056)  -0.079  (0.043)
(*
) 
Education to age:           
<15 years old  Reference group 
15-19 years old  0.031  (0.017)
(*
) 0.055  (0.028)
(*
)  0.039  (0.016)* 
>19 years old  0.099  (0.024)** 0.092  (0.034)**  0.092  (0.023)** 
Still in education  0.092  (0.080) 0.090  (0.112)  0.091  (0.070) 
Living area:           
Rural region  Reference group 
Small town  -0.083  (0.017)** -0.057  (0.018)**  -0.071  (0.013)** 
Big town  -0.154  (0.021)** -0.158  (0.024)**  -0.155  (0.015)** 
Year dummies (6)  Yes    Yes    Yes   
Country dummies (13)  Yes    Yes    Yes   
Number of observations  29,475    20,787    50,262   
R
2 0.112    0.114    0.112   
χ
2 7673.4**    4112.8**    8849.5**   
Notes: Ordered probit estimations. Robust standard errors in parentheses adjusted for clustering on country-year level. In the 
EB, income is reported in income classes, whereby the number and definition of income classes differs across countries and 
waves. The original information has, therefore, been translated into a number representing the mid-point of the respective 
class interval and converted into 2000 Euros. The variable “top income category” controls for the open-ended highest income 
category. 
Source: EB 1989–1994. 
Level of statistical significance: 
(*




  (1) (2)  (3)  (4) 
Dependent variable:  Job security  Own economic situation 
  Ord. Probit  OLS  Ord. Probit  OLS 
State unemployment rate (UR)  0.061  0.042  0.037  0.027 
 (0.007)**  (0.005)**  (0.007)**  (0.004)** 
Private sector  Reference group 
Public sector (incl. public servants)  -0.311  -0.061  -0.101  0.013 
 (0.019)**  (0.014)**  (0.018)**  (0.012) 
Public servant  -0.796  -0.141  -0.385  -0.046 
 (0.039)**  (0.035)**  (0.033)**  (0.032) 
Interaction: UR × public sector  0.002  -0.008  -0.001  -0.007 
 (0.007)  (-0.004)*  (-0.006)  (-0.003)* 
Interaction: UR × public servant  -0.040  -0.040  -0.027  -0.020 
 (-0.013)**  (-0.005)**  (-0.011)*  (-0.005)** 
        
Control variables (see Table 2)  Yes  Yes  Yes  Yes 
        
State dummies  Yes  Yes  Yes  Yes 
Year dummies  Yes  Yes  Yes  Yes 
Individual dummies  No  Yes  No  Yes 
Yes** Yes**  Yes*  Yes**  Test for joint significance: 
UR × public sector and 
UR × public servant ≠ 0 
χ
2 = 10.24  F = 49.94  χ
2 = 7.94  F = 14.89 
Number of observations  103,953  103,953  103,707  103,707 
Number of individuals  18,962  18,962  18,944  18,944 
Log (pseudo)likelihood  -92415.13    -92232.41   
Pseudo R
2/ Adjusted R
2 0.073  0.527  0.065  0.530 
Notes: Ordered probit and OLS estimations. Robust standard errors in parentheses adjusted for clustering on the 
individual level. The dependent variables are based on the questions “What is your attitude towards the following 
areas – are you concerned?” For columns (1) and (2): “Your job security?” and for columns (3) and (4): “Your 
own economic situation?” Respondents answer on a three-point scale: 1 “not concerned at all,” 2 “somewhat 
concerned,” 3 “very concerned”). 
Source: GSOEP 1984–2004. 
Level of statistical significance: 
(*




Dependent variable:  (1) (2)  (3) 
Life satisfaction (11-point scale)  Only German 
citizens  Without Berlin  Clustered on state-
year level 
State unemployment rate (UR)  -0.023  -0.039  -0.021 
 (0.008)**  (0.009)** (0.004)** 
Private sector  Reference group 
Public sector (incl. public servants)  0.032  0.017  0.019 
 (0.019)
(*
) (0.017)  (0.009)* 
Public servant  0.049  0.048  0.049 
 (0.031)  (0.030)  (0.013)** 














      
Control variables (see Table 2)  Yes  Yes  Yes 
      
State dummies  Yes  Yes  Yes 
Year dummies  Yes  Yes  Yes 
Yes* Yes*  Yes**  Test for joint significance: 
UR × public sector and 
UR × public servant ≠ 0 
χ
2 = 6.18  χ
2 = 6.61  χ
2 = 36.25 
Number of observations  82,516  100,781  103,953 
Number of individuals  15,490  18,377  18,962 
Log (pseudo)likelihood  -146,980.9  -181,360.54  -187,450.25 
Pseudo R
2 0.0124  0.0118  0.0120 
Notes: Ordered probit estimations. Robust standard errors in parentheses adjusted for clustering on the individual 
level (columns 1 and 2) or for clustering on the states in a given year (column 3). 
Source: GSOEP 1984–2004. 
Level of statistical significance: 
(*) p < 0.1 * p < 0.05, ** p < 0.01  
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